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Separate paging is given to this Part in order that it may be filed 
as a separate compilation 

LOK SABHA 


The following Bill was introduced in Lok Sabha on 10th March, 
1993: — 


Bill No. 16 of 1993 

A Bill further to amend the Foreign Exchange Regulation Act, 1973. 

Be it enacted by Parliament in the Forty-fourth Year of the Republic 
of India as follows: — 


46 of 1973. 


1. (T) This Act may be called the Foreign Exchange Regulation 
(Amendment) Act, 1993. 

(2). It shall be deemed to have come into force on the 8th day of 
January, 1993. 

2. In the Foreign Exchange Regulation Act 1973 (hereinafter refer¬ 
red to as the principal Act), in the long title, the words “and bullion 11 
shall be omitted. 

3. In section 2 of the principal Act, clauses (j) and (u) shall be omit¬ 
ted. 


4. Sections 11 and 12 of the principal Act shall be omitted. 
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5. In section 13 of the principal Act,— 

(a) in sub-section (1), the words “any gold or silver or” shall Amend- 
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(b) in sub-section (3), *be worcfe “gold, jewellery or precious 
stones or” shall be omitted. 

6. Sections 15 and* if of the nrincinal Act shall be omitted. 


7. After section 18 of the principal Act, the following section shaE 
be inserted, namely:— 


‘‘18A. No person shall, except with the general or special 
permission of the Reserve Bank, take or send out by land, sea or air 
any goods from India to any place on lease or hire or under any 
arrangement other than sale or disposal in any other manner of 
such goods.” 

8 , In section 19 of the principal Act,— 

(a) in sub-section (1), clause (e) shall be omitted; 

(b) in sub-section (4), clause.(c) shaU be omitted; 

(c) for sub-sections (5) and (6) * the following sub-sections shall 
be substituted, namely:— 

“(5) Notwithstanding anything contained in any other law, 
no transfer of any share, bond- or debenture of a company, regis¬ 
tered in India made by a person resident outside India or by- a 
national of a foreign -state to< another person resident in India 
shall be valid unless such transfer, is confirmed by the Reserve 
Bank on an application made to it in-this behalf bv ‘the transferor 
or the transferee. 

(6) If the Reserve Bank is of opinion that it is-necessary or 
expendient in the public interest so to do, it may, by general or 
special permission, exempt any transfer referred to in sub¬ 
section (5) or any class of such transfers from the operation of 
the provisions of that sub-section, subject to such conditions, if 
any, as may be specified in such permission.”. 

9. Sections 20 and 21 of the principal Act shall be omitted. 


10. In section 22 of the principal Act, the words “The Central Gov¬ 
ernment may, by notification in the Official Gazette, order that” shall be 
omitted. 

11. Section 23 of the principal Act shall be omitted. 


12. In section 25 of the principal Act,— 

(a) in sub-section (1),-for the words “permission of the Reserve 
Bank”, the words “general or special permission of the Reserve 
Bank” shall be substituted; 
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1 of 1956, 


(b) sub-section (3) shall be omitted. 

13, For section 26 of the principal Act, the following section shall be 
substituted, namely:— 


"26. Except with the general or special permission of the Central 
Government or the Reserve Bank, no person resident in India shall 
give a guarantee in respect of any debt or other obligation or 
liability— 

(i) of a person resident in India, and due or owing to a 
person resident outside India, or 

(«) of a person resident outside India/’. 

14. Section 27 of the principal Act shall be omitted. 


15. In section 28 of the principal Act,— 

(o) for sub-sections (I), (2) and (3) the following sub-sections 
shall be substituted, namely:— 

“(1) Without prejudice to the provisions of section 47 and 
notwithstanding anything contained in any other provision of this 
Act or the Companies Act, 1956, a person resident outside India 
(whether a citizen of India or not) or a person who is not a 
citizen, of India but is resident in India, or a company (other 
than a banking company) which is not incorporated under any 
law in force in India or any branch, of such company, shall not 
except with the general or special permission of the Reserve 
Bank, act, or accept appointment as agent in India of any person 
or company, in the trading or commercial transactions of such 
person or company. 

(2) Where any such person or company (including its 
branch) as is referred to in sub-section (2) acts or accepts 
appointment as such agent without the permission of the Reserve 
Bank, such acting or appointment shall be void. 

(3) Where any such person or company (including its 
branch) as is referred to in sub-section (1) acts as, or holds the 
appointment of, any such agent as is referred to in that sub¬ 
section at the commencement of this Act, such person or com¬ 
pany (including its branch) shall, within a period of six months 
from such commencement or such further period as the Reserve 
Bank may allow in this behalf, make an application to the Reserve 
Bank in such form and containing such particulars as may be 
specified by the Reserve Bank for permission to continue to act 
as such agent.”; 

(b) in sub-section (6), the words "or appointment or, as the 
case may be, from permitting the use of any such trade mark” shall 
be omitted: 
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(c) in sub-section (7), the. vyords appointment Qr permission, 
as the case may be,” shall be omitted; 

(d) in the Explanation, clause (d) shall be omitted. 

16. In section 29 of the principal Act,— 

(a) in sub-section (I), tihe words “or in which the non-resident 
interest is moi:e than forty per cent.*' shall be omitted; 

(b) after sub-section (1), the' following sub-section shall be 
inserted, namely: — 

“(1A) A company (other than a banking company) in 
which the non-resident interest is more than forty per cent., 
shall not, except with the general, or special permission of the 
Reserve Bank, carry on in India any activity relating to agri¬ 
culture or plantation or acquire the whole or any part of any 
undertaking in India of any person or company carrying on 
any activity, relating to., agriculture or plantation or purchase 
the shares in such company.”; 

(c) after sub-section (4), for the Explanation, the following 
Explanation shall be eubstituted^namely: —^ 

‘Explanation? —For the purposes of this section-,— 

(i) “company’’ has th© same meaning as in clause (b) 
of. the Explanation to section. 28; 

(ii) “non-resident- "interest” means participation in the 
share capital by, or entitlement to the distributable profits of, 
any individual or company resident outside India, or any com¬ 
pany not incorporated under any law in force in India, or 
any branch of such company whether resident outside India 
Or not.’. 

17. In section 30 of the principal Act, for sub-section (1), the follow¬ 
ing sub-section shall be substituted, namely: — 

“(1) No national of. a ;foreign State shall, without the previous 
permission of the Reserve Bank, practise any profession or carry on 
any occupation, trade or business in India in a case where such 
national desires to acquire any foreign exchange (such foreign 
exchange being intended for remittance outside India) out of any 
moneys received by him in. Indi a by reason of the practising of 
such profession or the carrying on of such occupation, trade or 
business, as the case may be/”. 

18. bi section 31 of the principal Act, in sub-9ection (1), the words 
“or in which the non-resident interest is more than forty per cent.” 
shall be .omitted. 

19. Section 32 of the principal Act shall be omitted. 
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20. In sections 35, 37, 46 and 62 of the principal Act, for the words 
and figures “Code of Criminal Procedure, 1898”, the words and figures 
“Code of Criminal Procedure, 1973” shall be substituted. 


21. In section 41 of the principal Act,— 

(a) for the words “one year”, wherever they occur before the 
Explanation., the words “six months” shall be substituted; 

( b) in clause (ii), the following proviso shall be inserted at 
the end, namely; — 

“Provided that the aforesaid period of six months may, for 
reasons to be recorded in writing, be extended by the Director of 
Enforcement for a further period not exceeding six months”; 

(c) in the Explanation, the words “of one year” shall be omitted. 

22. In section 42 of the principal Act,— 

(a) in sub-section (1), in clause (i), after the word and figures 
“section 18”, the words, figures and letter “or section 18A” shall be 
inserted; 

(b) after sub-section (3), (he following sub-sections shall be 
inserted, namely: — 

“(4) Where any foreign currency, being the subject-matter 
of any investigation or proceeding referred to in sub-section 
(I) , is in the custody of an officer of Customs or of an officer of 
Enforcement or of a court, the Collector of Customs, the Direc¬ 
tor of Enforcement or, as the case may be, the court may, having: 
regard to the security-risk involved in such custody, direct that 
the foreign currency be deposited in a bank in such manner as 
he or it may deem fit. 

(5) Where any draft, cheque (including traveller’s cheque) 
or other instrument is to be encashed under sub-section ( 1 ) or 
any foreign currency is to be deposited in a bank under sub¬ 
section (4), the Collector of Customs, the Director of Enforce¬ 
ment or, as the case may be, the court, may prepare or cause 
to be prepared an inventory of such draft, cheque or other 
instrument or foreign currency containing such details relating 
to its description, mark, numbers, country of origin and other 
particulars as may appear to be relevant to its identity in any 
proceeding under this Act and where the inventory is prepared 
or cause to be prepared by the Collector or the Director, the 
Collector or, as the case may be, the Director shall make an 
application to a Magistrate for the purpose of— 

(a) certifying the correctness of the inventory so pre¬ 
pared; or 

(b) taking, in the presence of the Magistrate photo¬ 
graphs of such draft, cheque, other instrument or foreign 
currency, and certifying such photographs as true. 

(6) Where an application is made under sub-section (5), 
the Magistrate shall, as soon as may be, sdlow the application.”. 
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23. In section 43 of: the principal Act, in jjtiVbfeCtion (5), the words 
and figures “and to a person to whom a licence h» tewn granted or 
deemed to have been granted under section 32** shall be <W»ft*ed. 

24. In section 45 of the principal Act,— 

(a) in sub-section (J), for the words and figures "Code df 
Criminal Procedure, 1898, any police officer not below the wWs of 
a Sub-Inspector of Police”, the words and figures “Code of Criminal 
Procedure, 1973, any police officer not below the rank of a Deputy 
Superintendent of Police” shall be substituted; 

(b) in sub-section (3), for, the words and figures “Code of Cri¬ 
minal Procedure, 1898”, the words and figures “Code of Criminal 
Procedure, 1973” shall be substituted. 

25. In section 50 of the principal Act, for the word and figures “sec¬ 
tion 18”, the words, figures, and" letter "section 18, section 18A” shall 
be substituted. 

26. In section 52 of the principal Act,— 

(a) in sub-section (2), after the words “Any person aggrieved 
by sudh order may,”, the words “on payment of such fee as may be 
prescribed and” shall be inserted; 

(b) in sub-section (6), in the second proviso, for the words 
fifty thousand rupees”, the words "two lakhs and fifty thousand 
rupees” shall be substituted. ' ' 

27. In section 53 of the principal Act, in sub-section (2), for the 
words and figures “sections 48Q and 482 of the Code of Criminal Proce¬ 
dure, 1898”, the words and figures “sections 345 and 346 of the Code of 
Criminal Procedure, 1973” shall be substituted. 

28. In section 56 of the principal Act,—. 

(a) in jub-section (1), for. the word and figures “section 18”, the 
words figures and letter “section 18, section 18A,” shall be substi¬ 
tuted; 

(b) in sub-section (2) and (3), for the word and figures “sec¬ 
tion 18”, wherever they occur, die words, figures and letter “section 
18 or section ISA” shall be substituted; 

(c) in sub-section (6), for the words and figures “the first pro¬ 
viso to section 188 of the-Code.of Criminal Procedure, 1898”, the 
words and figures "the. proviso to section 188 of the Code of Cri¬ 
minal Procedure, 1973” shall, be substituted. 

29. In section 58 of the principal Act,— 

(a) in sub-section ( 1 ), for the words "be punishable with fine 
which may extend to twa thousand rupees”, the words “be punishable 
with imprisonment for a term which may extend to two years or 
with fine which may extend to ten thousand rupees or with both” 
shall-be substituted; 

(b) in sub-section (2), for-the words “two thousand rupees”, 
the words “ten thousand rupees” shall be substituted. 


2wf 1974. 
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30. In section 61 of the principal Act, for sub-section (I), the follow* 
ing sub-section shall be substituted, namely:— 

“(I) Notwithstanding anything contained in section 29 of the 
Code of Criminal Procedure, 1973, it shall be lawful for any met¬ 
ropolitan magistrate and for any magistrate of the first class to pass 
a sentence of imprisonment for a term exceeding three years or of 
fine exceeding five thousand rupees on any person convicted of an 
offence punishable under section 56,”, 

31. In section 64 of the principal Act, in subjection (I) and (2), for 
the word and figures ‘'section 18”, the words, figures and letter ‘‘section 
18, section ISA,” shall be substituted. 

32. In section 66 of the principal Act, in sub-section (I), fur the 
words and figures ‘'section 562 of the Code of Criminal Procedure, 1898”, 
the words and figures “section 360 of the Code of Criminal Procedure, 
1973” shall be substituted, 

33. In section 67 of the principal Act, for the word and figures 
“section 18”, the words, figures and letter “section 18, section 18A” shall 
be substituted. 

34. In section 71 of the principal Act, in sub-section (3), for the 
words “two hundred and fifty rupees” the words “fifteen thousand 
rupees” snail be substituted. 

35. In section 73 of the principal Act, in sub-section (3), the words, 
brackets and figures “persons referred to in sub-section (1) of section 
32” shall be omitted. 

36. After section 73 of the principal Act ? the following section shall 
be inserted, namely: — 


‘‘73A. Without prejudice to the provisions of sections 50 and 51 
where any authorised dealer contravenes any direction given by the 
Reserve Bank under this act or fails to file any return as directed 
by the Reserve Bank, the Reserve Bank may, after giving a reasonable 
opportunity of being heard impose on the authorised dealer a penalty 
which may extend to ten thousand rupees and in the case of conti¬ 
nuing contravention with an additional penalty which may extend to 
two thousand rupees for every day during which such contravention 
continues.”. 


37. In section 74 of the principal Act, in clause (i), for the figures 
and word “9, 10 cr 11”, the figures and word “9 or 10” shall be substitu¬ 
ted. 


38, In section 79 of the principal Act, in sub-section (3), after clause 
(d), the following clause shall be inserted, namely:— 

“(dd) prescribe the fee payable by a person preferring appeal 
to the Appellate Board under sub-section (2) of section 52;”. 
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39. (2) The Foreign Exchange Regulation (Amendment) Ordinance, 
1&93 is hereby repealed. 

(2), Notwithstanding such repeal, anything done or any action taken 
under the said Ordinance so repealed,'shall be deemed to have been done 
or taken under die corresponding provisions -of this Act. 


Ord. 9 
Of 1993. 
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STATEMENT OF OBJECTS AND REASONS 

In View of the major changes introduced in the Indian economy 
and the liberalisation of industrial and trade policies, consistent with 
the fast-changing international economic and trade relations, it has 
become necessary to create a better and more conducive climate for 
increased inflow of foreign investment and capital in the country to 
accelerate industrial growth and promotion of trade, especially exports. 

2. When the Foreign Exchange Regulation Act, 1973 was enacted 
certain special restrictions were introduced in regard to foreign invest¬ 
ments and activities of individuals and concerns in India having non¬ 
resident interest. While it is necessary to continue to regulate the 
activities of foreign companies or branches of such companies and 
foreign citizens in India, the special restrictions need to be removed in 
respect of companies registered in India, and the regulations in regard 
to foreign investment need to be simplified to attract better flow of 
-foreign capital and investment. Accordingly, it has become necessary 
to remove unnecessary restrictions and also simplify the procedure. 

3. Experience gained over the years in the administration of the 
aforesaid Act has shown certain provisions, meant to deal with, emer¬ 
gencies of different kinds, are no longer relevant and require to be 
removed for improving th climate for investment in India. It is also 
proposed, inter alia, to prescribe a fee for appeals before the Appellate 
Board under the Act and also to enlarge, the pecuniary jurisdiction of 
a member of that Board. The punishment prescribed in section 58 is 
also proposed to be increased. It is necessary to empower the Reserve 
Bank to impose penalties on the authorised dealers for effective merru- 
tcaing and ensuring compliance of its directions. 

4. The Foreign Exchange Regulation (Amendment) Bill, 1992 to 
achieve the aforesaid objects was circulated in Lok Sabha in the Winter 
Session of Parliament but could not be introduced. As it was necessary 
to take immediate action and as Parliament was not in session, the Pre¬ 
sident promulgated the Foreign Exchange Regulation (Amendment) 
Ordinance, 1993 (Ord. 9 of 1993) on the 8th January, 1993. 

5. The Bill seeks to replace the aforesaid Ordinance and also seeks 
to achieve the aforesaid objectives. 


New Delhi; 

The 22nd February, 1S93. 


ABRAR AHMED. 
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Notes on diawes 

Clause 2 seeks to omit “bullion” from the tong title of the Foreign 
Exchange Regulation Act, 1973 because bullion will no longer be re¬ 
gulated as such for import or export except as goods. 

Clause 3 seeks to omit the definitions of ‘gold’ and ‘silver’ from sec¬ 
tion 2 as a result of omission of ‘bullion! from the long title. 

Clause 4 seeks to omit sections'! land 12 so as to remove restrictions 
regarding assets held by non-residents and to . remove the requirement 
of keeping payments in special acporngs?. 

Clause 5 seeks to remove restrictions ,on the import and export -of 
gold, silver, jewellery .and precious, stones under section 13.. 

Clause 6 seeks to omit section 15 so as to remove the requirement 
of non-residents discharging certaip_ specific liability in foreign currency 
while, on visit to India and also seeks tQ omit section 17 which relates 
to gold and silver. 

Clause 7 seeks to enact a new provision, namely, section 18A so as 
to regulate payment for lease, .him,nr^-OtJaer arrangement relating to 
goods taken or sent out jaf India. 

Clause 8 seeks to omit certain clauses and amend others in section 
19 so as to remove restrictions on the. transfer of any security from a 
register in India to a register outside India. Transfer of shares by a 
non-resident to another non-resident will no longer be prohibited. It 
also seeks to include bonds and debentures within the purview of sub¬ 
section (5). Power of the Central <3overnment to issue notification for 
exempting any transfer of sthareseto., is being given to the Reserve 
Bank of India.' 

Clause 9 seeks to omit section 20-thereby removing restrictions on 
payments in respect of Government -securities issued before independence 
of India. It also seeks to omit sectional which contains provisions re¬ 
garding custodv of securities. 

Clause' 10 seeks to omit the provision from section 22 -regarding 
power of Central Government to issue notification regarding bearer 
certificates and coupons. The power shall remain with the Reserve 
Bapk. 

Clause 11 seeks to omit section 23 which provides for acquisition, 
of foreign securities by the Central Government. 

Clause 12 seeks to amend section 25 for empowering the Reserve 
Bank to give general or special permission in matters of sale, etc., of 
any immovable property held by a person resident in India, outside 
India. 

Clause 13 seeks to amend section 28 so as to remove restrictions on 
certain companies in the matter of borrowing funds or raising deposits, 
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etc. The provision regarding the giving of guarantee by a person 
resident in India is being retained in section 26. 

Clause 14 seeks to omit section 27 which provides for restrictions on 
persons resident in India associating themselves with or participating 
in concern outside India. 

Clause 15 seeks to amend section 28 so as to remove restrictions 
from the companies in which the non-resident interest is more than 40'%. 

Clause 16 seeks to amend section 29 with a view to removing res¬ 
trictions on companies in which the non-resident interest is more than 
40% except where such companies carry on in India any activity related 
to agriculture or plantation or where such companies acquire any such 
undertaking or purchase shares of such undertaking. 

Clause 17 seeks to amend section 30 for the purpose of removing 
restrictions on a foreign national taking up any employment in India in 
a case where such national desires to acquire foreign exchange out of 
monies received by him in India. 

Clause 18 seeks to amend section 31 so as to remove restrictions on 
acquisition, holding, etc., of immovable property in India by a com¬ 
pany in which non-resident interest is more than 40%. 

Clause 19 seeks to omit section 32 which provides for regulation 
for airlines, etc., on booking of passage outside India and restriction on 
foreign travel. 

Clause 20 seeks to amend certain sections of the Act so as to change 
reference from the Code of Criminal Procedure, 1898 t 0 the Code of 
Criminal Procedure, 1973. 

Clause 21 seeks to amend section 41 so as to reduce the power of the 
officers of Enforcement from one year to six months for keeping docur 
ments, etc., in their custody. However, power to extend such period by 
further six months is being given to the Director of Enforcement. 

Clause 22 seeks to amend section 42 so as to provide for the foreign 
currency being kept in proper custody in a bank in view of the security 
risk involved in such custody. It also provides for the preparation of 
inventory and its correctness. 

Clause 23 makes a consequential amendment in section 43 on the 
omission of section 32 from the Act. 

Glame 24 seeks to amend section 45 so as to withdraw power of 
search and arrest from Sub-Inspector of Police and give such power to 
the Deputy Superintendent of Police. 

Clause 25 makes consequential amendment in section 50 due to in¬ 
sertion of new section 18A in the Act for the purposes of providing 
penalty. 

Clause 26 provides for fee which shall be payable by a person pre¬ 
ferring an appeal under section 52 to the Appellate Board. The pecu¬ 
niary jurisdiction of a Member of that Board is being raised from fifty 
thousand rupees to two lakhs and fifty thousand rupees. 
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Clause 27 Weks to make consequential amendments regarding the 
short title and certain sections of the Code of Criminal Procedure in 
section 53. 

Clause 28 also shakes consequential amendments in section 56 due 
to the amendments made in other provisions of the Act. 

Clause 29 seeks to enhance punishment in section 58 of the Act. 

Clause 30 seeks to make consequential amendments in section 61 by 
reason of amendment in the Code of Criminal Procedure. 

Clause 31 also seeks to make consequential amendments in section 
64. 


Clause 32 seeks to amend section 66 for making consequential 
amendment therein. 

Clause 33 also seeks to introduce consequential amendments in 
section 67. 

Clause 34 seeks to amend seetion ‘71(3) so as to raise the limit 
from two hundred and fifty rupees t© fifteen thousand rupees for the 
purpose of burden of proof on the person-who is found possessing 
foreign exchange. 

Clause 35 also makes consequential amendments in section 73 on 
account of amendments made in other provisions of the Act. 

Clause 36 seeks to insert a new section 73A in the Act so as to em¬ 
power the Reserve Bank to impose penalty on an authorised dealer who 
contravenes its direction or fails to file any return as directed by the 
Reserve Bank. 

Clause 37 seeks to make consequential amendments in section 74 due 
to amendments made in other provisions of the Act, 

Clause 38 seeks to eiripower the Central Government to make rules 
under section f0 ao as to prescribe fee payable by a person preferring 
appeal to the Appellate Board. 
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MEMORANDUM regarding delegated legislation 

Clause 38 of the Bill empowers the Central Government to prescribe 
fee, under the rules, payable by a person preferring any appeal to the 
Appellate Board under sub-section (2) of section 52 of the Foreign 
Exchange Regulation Act, 1973. 

2. The matter with respect to which rules may be made under the 
aforesaid provision is a matter of procedure and detail. The delegation 
of legislative power contained in such' provision is, therefore, of a 
normal character. 


C. K. JAIN, 
Secretary-General 
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